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SUBJECT : GULF AIR: MERGER TALKS AND OTHER DEVELOPMENTS 

REF : KARACHI 930 

1 . GULF BOARD MEMBER, AND GOB MINISTER OF DEVELOPMENT AND 
INDUSTRY, YUSUF SHIRAWI, TOLD AMBASSADOR MARCH 27 THAT LAST 
WEEK'S MINISTERIAL LEVEL MERGER TALKS WITH KUWAIT AIRWAYS WERE 
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"A BUST ". SHIRAWI SAID KUWAITIS PROPOSED A JOINT GULF 
AVIATION DIRECTORATE RATHER THAN ACTUAL MERGER OF KAC AND GULF. 
GULF AIR REPS AT MEETING NOT OPPOSED TO THIS IN PRINCIPLE BUT 
WONDERED WHAT SUCH ORGANIZATION WOULD ACTUALLY DO. KUWAITI 
INTERACTION APPARENTLY WAS TO BEGIN WITH JOINT CIV AIR DIRECTORATE 
AND THEN, VERY SLOWLY ACCORDING TO SHIRAWI, MOVE TOWARD AIRLINE 
MERGER. SHIRAWI SAID GULF AIR, AND GOVERNMENTS WHICH OWN IT, 
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SAW NO SENSE IN THIS APPROACH. ALSO, CHOICE OF 747 AIRCRAFT 
COMPLICATED PROSPECTS OF MERGER SINCE THAT AIRCRAFT DOESN'T FIT 
GULF AIR EXPANSION PLANS. SHIRAWI SAID KUWAITIS TOLD HIM THAT 
747 WAS CHOSEN BECAUSE LOCKHEED TRISTARS "COULDN'T GO NON-STOP 
FROM GULF TO LONDON". IT CAN AND DOES, OF COURSE. SHIRAWI SAID 
IGNORANCE BEHIND KAC DECISION. AND FACT IT WAS MADE AS MERGER 
TALKS BEGAN, ADDED TO NEGATIVE IMPACT OF CIV AIR DIRECTORATE IDEA. 

2. SHIRAWI SAID GULF ALREADY HAS TURNED TO SAUDIA TO DISCUSS 
GULF-SAUDIA COOPERATION. SHIRAWI’S IDEA IS FOR GULF AND SAUDIA 
TO SHARE IN LONG HOP ARRANGEMENTS TO AFRICA, FAR EAST, AND U.S. 
SHIRAWTS THINKING ON THIS CLEARLY IN EARLY STAGES AND AMBASSADOR 
GATHERED THAT WHILE SAUDIS HAVE TOLD SHIRAWI THEY ARE AGREEABLE 
IN PRINCIPLE, DETAILED DISCUSSIONS HAVE YET TO BE ARRANGED. 

3. VC-10 REPLACEMENT. SHIRAWI SAID GULF IS MOVING NOW, "BUT 
QUIETLY", TO GET RID OF MONEY-LOSING VC-10'S. SHIRAWI SAID 
DECISION HAS BEEN MADE TO AT LEAST REDUCE LOSSES OF VC-10'S 
BY WET LEASING SOME 707'S AS SOON AS POSSIBLE. 

4. GULF IS ANXIOUS TO ACQUIRE TWO NEW TRISTARS BUT FINANCING 
REMAINS A PROBLEM. SHIRAWI SAID HE HOPED TO HANDLE FINANCING 
BY HAVING FOUR GOVERNMENTS GUARANTEE AN EXIMBANK LOAN TO 
GULF AIR. SHIRAWI SAID HE BELIEVED HE WOULD BE ABLE TO GET 
ALL FOUR ON BOARD FOR THIS APPROACH. 
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